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REPORT ON HOUSE BILL 1

FINANCIAL INSTITUTIONS ARTICLE

I. PURPOSE AND SCOPE OF CODE REVISION.

The proposed Financial Institutions Article (HBl) is a
product of the continuing revision of the Annotated Code of
Maryland, undertaken by the Commissjon to Revise ° the
Annotated Code. This process was inaugurated during the
First Extraordinary Session of 1973 and to date has resulted
in the enactment of nine new major articles: Agriculture,
Commercial Law, Corporations and Associations, Courts and
Judicial Proceedings, Education, Estates and Trusts, Natural
Resources, Real Property, and Transportation.

Each of these articles was a formal bulk revision as
mandated by the guidelines established in 1970, and included
an  improved organization, elimination of obsolete . or
unconstitutional provisions, resolutions of inconsistencies
and conflicts in the law, corrections of inadvertent gaps or
omissions in the 1law, deletion of repetitive or otherwise
superfluous language, and general improvement of language
and expression. '

The same guidelines have been followed in the
preparation of the Financial Institutions Article. It is to
be emphasized that the basic thrust cf the Commission's work
is formal and not substantive change; the primary purpose of
its work is modernization and clarification and not
policymaking. Nevertheless, at some points in its work, it
becomes necessary to make recommendations which involve the
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with Art. 1, § 25 of the Code will be cited by name.

The text of the article is printed in all capital
letters as though it were all new material. However, in
most 1instances comparisons with the present form indicate
that changes are largely stylistic.

Each section -- or, in some instances, subsection -- of
the proposed article is followed by a revisor's note (RN)
that explains all significant changes made by the revision.
These notes also facilitate comparison of the revised
article with the law it replaces, and they show the
relationship between present and proposed Code provisions.

Furthermore, the revisor's notes -- while not a part of
the law itself (see Section 6 of HB 1, page 612) -- serve an
important function in preserving the intent and substance of
the present or source law, indicating that, with minor
exceptions, the sole intent behind the revision is clarity
and style rather than substance. In Murray v. State, 27 Md.
App. 404 (1975), the Court of Special Appeals recognized the
importance of revisor's notes not only as a statement of the
revisor's intent, but as a statement of legislative intent
as well:

"These notes were part of the legislation
enacting the revisions explaining to the
legislators not only what changes were effected
but  what their expressed intention was in
changing the wording." Murray v. State, 27 Md.

App. 404, 340 A 2d 402, (Emphasis in original).

Because of their importance as recognizable elements of
legislative history, only minimal administrative changes
will be made in the revisor's notes to the bill before its
final printing.

IITI. FINANCIAL INSTITUTIONS ARTICLE.

The proposed article includes substantially all
provisions of the public general law dealing with the
various financial instituions regulated by law.

It includes the licensing and general operations of
banks, credit unions, savings and loan associatins, consumer
credit lenders, and miscellaneous institutions. Among these
are bank service corporations, foreign banks, secondary
- mortgage lenders, sellers of money orders and travelers
checks, mortgage bankers, mortgage brokers, and safe deposit
companies. The article does not include the credit or
interest regulating (usury) provisions that control the
actual making of loans. These will remain where they are in
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James J. Winn, Jr., Esq. Also working with the Committee
. were the following Legislative Consultants: Senators Robert
Douglass and Laurence Levitan, Delegate Dennis McCoy and
former Delegate John Ward. Following Committee approval of

the proposed article, it was then

submitted to the full

Commission for further review and approval.

The financial industry in this State was involved to a
great extent in drafting the proposed Article. Copies of

the various drafts were sent
regulatory authorities, including

to all affected State
the Bank Commissioner,

Director of the Division of Building, Savings and Loan

Associations, Commissioner of
appropriate officials in other

affected by the material in the
comments and suggestions were

Consumer Credit, and

organizations directly

proposed article, Their
used extensively in the
revision process. Many of the ideas

incorporated in the

Article were developed through these cooperative efforts.

The following 1is a list of those who greatly assisted
the Financial Institutions Committee and staff in the

revision:

Howard C. Beck, Jr.
Executive Director
Maryland Credit Union
Insurance Corp.

Alan T. Fell
Commissioner of Consumer
Credit

Ken Frank
Assistant Attorney General

W. H. Holden Gibbs
Bank Commissioner

W. Thomas Gisriel, Esq.
Chairman .
Board of Savings and Loan
Association Commissioners

Alyce Heath
Department of Economic
and Community Development

Charles H. Brown
Director
Division of Savings
and Loan Associations

Robert L. Stocksdale, Esq.
President and Chairman of
the Board
Maryland Savings-Share
Insurance Corporation

David H. Wells, Jr., Esq.
Deputy Director
Division of Savings and
Loan Associaions

Harry B. Wolf, Jr.
Executive Vice-President
Maryland Savings-Share
Insurance Corporation
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definition has been inserted to make clear that, wunless
Baltimore City is expressly excluded from a particular
section, the term "county" also includes Baltimore City.

4. Bonding requirements.

There are many instances where a bond is required for
certain State employees, such as those of the Bank
Commissioner's office. Throughout the article these
provisions have been deleted in light of Art. 78A, §§ 47 and
48 and the fact that all State employees are covered by a
blanket bond. See e.g., the revisor's note to § 2-103.

5. Termination or "Sunset" provisions.

In revising those sections of the present law that call
for termination of certain provisions, the Commission, in
most instances, has directly translated the sections listed
in the present law to the corresponding section of the
revised article. This has proven difficult due to the
numerous gaps and inconsistencies in the coverage of the
"sunset" provisions, and the breaking down and reorganizing
of the present law as it is revised. In the area of the
powers and duties of the Bank Commissioner, Title 6,
Subtitle 1 of the Corporations and Associations Article has
been included in the proposed Financial Institutions
Article, but none of these Corporations and Associations
sections were subject to termination even though they dealt
with the powers and duties of the Bank Commissioner. As
they could not be sorted out, the Commission has expanded
the applicability of the termination provisions to all
regulatory functions of the office within the article. This
appears to be in keeping with the General Assembly's intent
in establishing the evaluation program. See the revisor's
note to § 2-401. ~

In Titles 8 and 9 of this article, relating to the
regulation of savings and loan associations, the General
Revisor's Notes point out those sections that are not
covered by a direct translation of the present termination
law, but are inherently regulatory in nature or require
action by the Board of Commissioners or Division of Savings
and Loan Associations.

In Title 11, Subtitles 2 through 4 are not subject to
termination, although the office of the Commissioner of
Consumer Credit is covered.

B. Title 1. Definitions; General Provisions.
Subtitle 1 of this title, as with other revised

articles, contains those definitions that apply throughout
the article. Among these 15 defined terms are several that
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Title 2 contains provisions dealing with the creation
and operation of the office of the Bank Commissioner and of
the Banking Board and Bank Regulations Board.

2. Subtitle 1. Bank Commissioner.

This subtitle contains specific provisions for the
appointment, qualifications, and compensation of the Bank
Commissioner and Deputy Bank Commissioner. This subtitle
also contains general authority for additional staff.

Section 2-103(e) is revised to clarify that the Deputy
Bank Commissioner has not only the duties, but the powers of
the Bank Commissioner, in the instances when that office is
vacant or the Bank Commissioner is wunable to perform the
duties. Provision also is made for the delegation of those
powers and duties.

The exercise of these powers and duties are subject to
the authority of the Secretary of Licensing and Regulation.

Section 2-107(a) provides for an annual report to the
Governor on the operation of the office. Present law
enables the Bank Commissioner to include in this report
recommendations as to Article 11 of the Code. As revised in
§ 2-107(b), the Bank Commissioner may recommend to the
Secretary any amendments to the laws that the Bank
Commissioner administers.

The Commission notes the different language used in §§
2-110(b) through 2-112. Section 2-110(b) limits the outside
activities of the Bank Commissioner and Deputy and refers to
"business relating to banks and financial institutions".
Section 2-111 prohibits stock ownership by the Bank
Commissioner or an employee in "any institution ... subject
to examination or supervision by the Bank Commissioner".
Section 2-112 prohibits indebtness by the Bank Commissioner
or an employee "to any institution that is subject to the
jurisdiction of the Bank Commissioner" or selling or
negotiating loans "to or with any banking institution or
credit union". Only § 2-112 provides an express penalty.

Throughout this article, the full title "Bank
Commissioner" is used to refer to this official, and present
definitions of the word "Commissioner" to mean the Bank
Commissioner are deleted.

3. Subtitle 2 Banking Board.

This subtitle contains provisions for the appointment,
qualification, term, and compensation of members of the
Banking Board. .
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As stated in § 1-201 of this article, the Maryland
General Corporation Law applies to banking institutions and
their corporate acts to the extent that this article does
not provide otherwise.

Provisions of present law that are merely repetitive of
the Maryland General Corporation Law are deleted as
unnecessary. In some instances, express reference to the
Maryland General Corporation Law is substituted for the
present provision, for clarity.

The Commission also felt that some provisions governing
banking institutions varied unnecessarily from the
provisions of Maryland General Corporation law. For
example, present law requires one copy of articles of
incorporation that are approved by the Bank Commissioner to
be filed with the State Department of Assessments and
Taxation and with the clerk of court for the county where
the institution is to be located. The revised provisions
require filing for record only with the Department. 1In
light of this change, the number of copies to be filed
initially with the Bank Commissioner is reduced from three
copies to two copies. Similar changes have been made
throughout the article.

New language is added to clarify that articles must be
approved by the Bank Commissioner or the articles are not
effective on filing with the Department of Assessments and
Taxation. If approved and then filed, the banking
institution becomes a corporation.

2. Subtitle 1. Definitions; general provisions.

In § 3-101(b), the definition of "capital stock" is
revised to delete the misleading reference '"outstanding".
In the present law, some references to "capital stock"" mean
"authorized capital stock". As necessary, the references
"outstanding" or "authorized" have been added to the text.

3. Subtitle 2. Formation and powers.

Section 3-202(b) is revised to standardize the articles
of incorporation for State banks and for trust companies and
to conform to the Maryland General Corporation Law. This
subsection provides that the articles must include the names
and addresses of the incorporators and the names and
residence addresses of the 1initial directors. Section
3-203(b)(2) is revised to require the Bank Commissioner to
determine the character of the directors so named.

Section 3-206 states that a commercial bank has the

general powers of a Maryland corporation unless otherwise
provided. Subsection (b) contains references to certain of
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that the bylaws of a State bank may specify the number.

The Commission asks if the requirement that a director
own capital stock of the commercial bank or its holding
company now serves a purpose.

Section 3-406 provides a uniform provision for the
tenure of directors of both State banks and trust companies.

Section 3-407, as revised, no longer applies to savings
banks, but only to commercial banks. Additional
directorships of savings banks would be subject to the
Maryland General Corporation Law, as more in keeping with
its mutual association form.

Section 3-410 applies a standard requirement for a
quorum to both State banks and trust companies. This
requirement is a majority, subject to charter or bylaws
provisions.

Section 3-411(b) is revised to reflect that, under the
Maryland General Corporation Law, the bylaws may specify
other than a l-year term for officers.

6. Subtitle 5. Common trust funds.

Section 3-518(c)(2) allows for independent nominees by
stating that a trust company must control or operate a
nominee before the requirement that the trust company
"supervise" the nominee is imposed.

/. Subtitle 6. Miscellaneous regulations.

The Commission has retained § 3-601(a)(4) since it is
unsure if the intent of this provision exempted otherwise
illegal liabilities if they existed in 1937 or prospectively
excluded these liabilities from inclusion as "liabilities".

Section 3-601(c)(l) is revised to apply to standby
letters of credits.

Section 3-602(b) is revised to clarify that exemptions
of directors from these loan prohibitions are personal, not
transactional.

As to § 3-605, the Commission notes that savings banks
are not enabled to own and 1lease personal property and,
therefore, do so through affiliates that are not subject to
these restrictions.

Section 3-606 governs certification of drafts by

commercial banks only, although savings banks do issue and
certify drafts.
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Section 4-202 is revised to conform to the similar
provisions for commercial banks and, as noted, the Maryland
General Corporation Law. In particular, § 4-202(b)(4) now
imposes limitations on the names of savings banks.

Section 4-206 states that a savings bank has the
general powers of a Maryland corporation, unless otherwise
provided. Subsection (b) references certain limitations on
these powers and lists additional powers. Section
4-206(b)(8) is new language added to state expressly that
savings banks may carry on "a business of savings banking".

The Commission notes that the numerous provisions for
examination of a commercial bank before its certification to
do business are not stated as to savings banks. The power
to withhold the certificate is only implicit.

3. Subtitle 3. Guaranty fund.

Section 4-302(c) is revised to prevent a reduction of
the guaranty fund on ‘abandonment of a branch unless the Bank
Commissioner approves.

4. Subtitle 5. Directors.

Several sections of this subtitle are new language
added to parallel provisions as to commercial banks.

Section 4-501 provides expressly for management of a
savings bank.

Section 4-506 provides for the tenure of the directors.

Sections 4-508, as to vacancies, and 4-509, as to
quorums, also are new language.

5. Subtitle 6. Miscellaneous regulations.

Section 4-601 is revised to clarify that the bylaws
must reflect notice requirements for withdrawals-

6. Subtitle 7. Extraordinary actions.

Section 4-701 now applies to transfers of assets. This
change conforms to the similar change as to commercial
banks.

Section 4-702, as to voluntary dissolutions, differ
from the requirements for dissolution of a commercial bank,
which expressly require approval of the Bank Commissioner
and solvency.

Title 5. Banking Institutions -- general provisions.
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5. Subtitle 4. Affiliates.

This subtitle contains the provisions of present Art.
11, § 72 except as that section relates to the composition
of the Bank Regulations Board.

As to § 5-403(c), the Commission is unsure whether the
present language allows or requies approval after a
determination of compliance with the enumerated criteria.

The Commission also points out the possible inequity of
the fee provisions as to examinations.,

6. Subtitle 5. Miscellaneous regulations.

Section 5-501 provides a standard provision generally
applicable to banking institutions, except for subsection
(d), which provides only for judicial review of a branch
application of a savings bank.

Section 5-502(e), as revised, includes the rules and
regulations of the Bank Commissioner with the standards that
are not to be violated.

Sections 5-503 and 5-504 are revised to provide uniform
standards applicable to all banking institutions.

Section 5-505 1is derived from Art. 78, § 32(b)(9) and
incorporated in this article, as a restriction on activities
by a banking institution. The definition of "armored car
service" is new language suggested by the Art. 78 provision.

7. Subtitle 6. Reorganizations.

Section 5-602(a) is revised to apply only to commercial
banks, as the entities with capital stock. However, similar
provisions as to the guaranty funds of savings banks may be
appropriate. :

Subsection (b) of that section is revised to provide
similar procedural requirements.

Section 5-605(a) is revised to reflect that the court
designates a receiver.

Section 5-606(a) extends to any receiver the power to
appoint clerks. '

The Commission points out the $§5 limit on distributions
under § 5-606(d).

Section 5-611(b)(1)(iv) is revised to reflect that
protection of depositors and creditors may be a specific set
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associations and foreign banks to use the word "bank"
without violation of this section.

Title 6. Credit Unions.
1. In general.

This title contains the provisions governing formation,
operation, and regulation of credit unions. :

Numerous provisions are revised to conform to the
provisions that relate to banking institutions, in instances
where the differences do not appear related to the wunique
characteristics of being a "credit union".

2. Subtitle 1. General provisions.

Section 6-104 is revised to enable federal and foreign
credit unions to use the words ‘"credit wunion'" without
violation of this section.

3. Subtitle 2. Formation and organization.

Section 6-201(b) specifies that incorporators must be
adults. This conforms to the Maryland General Corporation
Law and the banking laws.

As with the banking institutions, the requirement for
filing approved articles of incorporation with the clerk of
court is deleted, and the number of copies filed with the
Bank Commissioner is reduced to two copies. However,
incorporators of credit unions also must file copies of the
proposed and approved bylaws.

Section 6-202(b) is revised to restate the required
contents of the articles more closely to the provisions as
to articles of banking institutions.

Section 6-204(d) is revised to delete the requirement
for a separate "certificate of approval".

Sections 6-211 and 6-223 are revised to allow
amendments of the bylaws at annual meetings and other
meetings of the members.

In § 6-217(c)(2), the word "regular" is substituted for
"monthly" since the board does not appear to be required to
meet monthly.

As to § 6-220, the Commission notes that these
provisions may limit removal, regardless of the bylaws, or
may supplement any bylaw provisions.
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Title 7. Maryland Credit Union Insurance Corporation.
1. 1In general.

This title and Title 10, as to the Maryland
Savings-Share Insurance Corporation, are revised to conform
to the extent practicable.

2. Subtitle 1. Definitions.

In § 7-101(c), the present references to location of
the office of foreign and federal credit unions are used as
criteria for purposes of being a "credit union" wunder this
subtitle and not as a broad requirement for doing business
in this State. ' .

As to § 7-104(g), the Corporation notes that the
referenced "National Share and Deposit Guaranty Corporation"
failed to complete incorporation. However, on September 19,
1979, a corporation known as the "International Share and
Deposit Guaranty Association, Inc." did incorporate in
Georgia. The name of this corporation perhaps should be
substituted for the referenced entity.

Section 7-105 states expressly that providing insurance
is a duty -- not a mere power.

With respect to the word "account"™ in § 7-105, the
Commission noted that the word is not defined and may result
in multiple accounts for one depositor. The Corporation
further clarifies that it interprets an account to be
insurable if the bylaws of the member credit union permit
the account to be opened.

The Commission notes that the provisions for possible
termination of the Corporation, in § 7-118, do. not reference
§ 6-601, which requires State credit unions to be members.

E. Titles 8, 9 and 10.

Titles 8, 9 and 10 of this proposed article relate to
savings and loan associations. Title 8 covers the
regulatory structure; Title 9 consists of the substantive
provisions that govern savings and loan associations; and
Title 10 1is the statutory charter of the Maryland
Savings-Share Insurance Corporation.

1. Title 8.

Title 8 consists of 4 subtitles. Subtitle 1 sets out
four additional definitions used in the title and the
overall legislative policy as to regulation of savings and
loan associations. This policy, along with the regulatory
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in keeping with normal administrative procedure.

The present provision as to a quorum at any meeting of
the Board leaves a gap as to the effect of vacancy on the
requirement for a majority of the Board to be present. The
revision clarifies majority as applying to members (then)
"serving on the Board of Commissioners".

As part of its policy making authority, it is the Board
of Commissioners that adopts rules and regulations to govern
savings and loan associations. The Board also advises the
Division Director on all matters, recommends legislation to
the Secretary of Licensing and Regulations, and sets
standards for examinations and audits, valuation of assets,
and advertising and promotional activities.

b. Division of Savings and Loan Associations.

Former references to the Department of Building,
Savings and Loan Associations, a forerunner of the Division,
are deleted as obsolete.

In § 8-304, the deputy director is given authority to
act as delegated by the Division Director or whenever the
Director 1is '"absent". The General Assembly may wish to
consider paralleling a similar provision in banking law,
which would give the deputy director express authority to
act when the Director's office is "vacant" or when the
Director is "unable to perform the duties of the office".

Although the office of the deputy director is expressly
excepted from the State's Merit System, provision is made
that allows a individual who is appointed from the State
agency, the Division of Savings and Loan Associations, to
return to the Merit System status previously held if the
individual returns - to the classified system after
termination as deputy. The question here 1is whether the
present provision is intended to apply when an individual is
appointed from any State agency, not only the Division of
Savings and Loan Associations. The General Assembly may
wish to broaden this section in that regard.

For clarity the Director expressly is given the power
of removal as well as power of appointment over staff of the
Division. :

In §§ 8-306 and 8-405, the Commission recommends
substituting "savings account" or ‘"capital stock", as
appropriate, for the outdated term "free share account".

In § 8-403, the Commission directs the General

Assembly's attention to the use of the word "records" in
connection with a subpoena. The term 1is substituted for
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usury law, and the influence of many years of case law have
so modified the structure of associations that many statutes
have no present application. Thus, the modern business of
associations is not comprehensively covered by published
law.

The statutes in this title are revised in the sense
that they are reorganized and restated. The problems of
conflicts, ambiguities, and gaps are perpetuated in this
title as formally revised. Because this law requires a
substantive revision not possible within the scope of the
authority granted to the Commission to Revise the Annotated
Code, the Committee on Economic Matters assembled a Savings
and Loan Law Committee and. asked it to examine these
statutes and propose a substantive revision to the House
Committee for introduction in the 1980 General Assembly.

The following persons who represent many segments of
the savings and 1loan industry, the legal profession, the
Commission, the regulatory and insuring agencies, and the
legislature make wup the Savings and Loan Law Committee:
Lowell R. Bowen, Esq., Charles H. Brown, Jr., Jerome S.
Cardin, Esq., Delegate R. Terry Connelly, Thomas Costantini,
Delegate Nathaniel Exum, W. Thomas Gisriel, Esq., Franklin
Goldstein, Esq., Charles H. Kresslein, Jr., Esq., James D.
Laudeman, Jr., Esq., Delegate Donald F. Munson, William C.
Rogers, Esq., Robert L. Stocksdale, Esq., David H. Wells,
Jr., Esq., and Harry B. Wolf, Jr.

3. Title 10.

Title 10 of this article is the special statutory
charter, enacted in 1962, of the Maryland Savings-Share
Insurance Corporation ("MSSIC"). Although chartered by the
legislature, MSSIC is an independent corporation, supported
entirely by its member associations.

Since 1978, insurance of savings accounts has been
mandatory, but discretion is allowed to insure through MSSIC
or the Federal Savings and Loan Insurance Corporation. of
the 150 State-chartered associations, 133 are insured by
MSSIC. This insurance requirement has the effect of giving
some regulatory power to MSSIC or MSLIC. An association's
choice of insuring agency is dependent, in part, on the
comparable regulatory requirements such as maintenance of
reserves and reporting requirements as well as the cost of
insurance and the amount of insurance available. Despite
this practical effect of having certain regulatory power,
Title 10 grants no express regulatory authority to MSSIC;
therefore, the provisions of Title 10 are not included 1in
the Regulatory Programs Evaluation Act of 1978.

The broad definition of 1'"association" in this title
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sets a limit on the amount of loss to be protected against
for each separate '"share account'"; § 10-106(b), which
provides that before an association may be insured, the
Division Director must certify the insurability of its
free-share accounts; and § 10-114, which excepts the owners
of "free share accounts" in member associations from the
State insurance laws.

Section 10-111, which relates to bylaws, rules, and
regulations, presents an ambiguity as to amendments to:
bylaws. Maryland  General Corporation Law grants to
stockholders or members the power to amend bylaws after the
initial organization meeting, except to the extent that a
corporation's charter or bylaws vest that power in the board
of directors. Title 10, MSSIC's charter, contains no
express provisions related to amendments to the bylaws,
other than the power to amend, as included by implication
under Maryland General Corporation Law.

Section 10-112 permits MSSIC to exchange information
with the Division Director as an exception to the provision
in Title 8 that requires the Division Director to keep
information about associations confidential. Title 10,
however, has no similar provision that requires
confidentiality of information held by MSSIC.

The General Assembly may wish to consider whether §
10-113 may Dbe too  narrow. It provides that the
Corporation's earnings must be retained, but permits payment
of interest to members for deposits, loans, or advances to
the central reserve fund. The General Assembly may wish to
broaden this section to allow the Corporation to pay
interest on any loans or advances to the Corporation by its
members, whether made to the central reserve fund or the
central insurance fund.

F. Title 11. Consumer Credit.

1. In general.

This title contains provisions dealing with the
creation and operation of the office of the Commissioner of
Consumer Credit. '

This title also contains the licensing provisions as to
consumer loans, installment loans, and sales finance

companies.

2. Subtitle 1. Commissioner of Consumer Credit.

This subtitle contains specific provisions for the
appointment, qualifications, and compensation of the
Commissioner of Consumer Credit and general authority for
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hearing and, therefore, is a "contested case" within that
Act, this section 1is silent as to hearings. At the same
time, the provision for judicial review refers to the
"record of proceedings".

4. Subtitle 3. Installment Loans Licensing
Provisions.

As to the exemption for loans between relatives, in §
11-301(a)(1), there is no limit on the degree of
consanguinity.

Section 11-303 applies to this subtitle the 1licensing
and investigatory powers of Subtitle 2 of this title. The
Commission notes that many of the Subtitle 2 provisions do
not seem to apply and suggests consideration of provisions
that specifically apply to a license issued under this
subtitle.

5. Subtitle 4. Sales Finance Companies -- Licensing
Provisions.

Several of the definitions in § 11-401 are revised to
conform to the definitions of the Retail Installment Sales
Act in CL § 12-601.

In particular, in § 11-401(f), the "cash price of
$12,500 or less" is substituted for the $5,000 limit in
present Art. 83, § 164(e). It appears to be only an
oversight that this provision was not amended by Ch. 77,
Acts of 1976, which amended the Retail Installment Sales
Act.

The definition of "installment sale agreement" 1is
revised to include "a prospective installment sale
agreement"”, "a purchase money security agreement" and to
exclude C.0.D. transactions and a layaway agreement.

The Commission notes that the broad definition of a
"sales finance company" is not reflected throughout the
balance of this subtitle. For example, the penalty
provisions do not mention transactions as to retail credit
accounts and home improvement accounts.

In §8 11-405(3) and 11-414(a)(1)(i), the broader term
"agreements" is substituted for the reference to
"installment sales contracts", and "installment sales
agreements" to cover renewals, extensions, and refund
agreements.

The Commission notes that, under § -11-405, a minor or
adjudicated incompetent is not excluded from licensing.
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references to "foreign banking corporation". Although the
Commission has substituted the defined term "foreign bank"
for the references to "foreign banking corporations" in
present Art. 11, §§ 31A(a) and 32, the Commission notes that
the General Assembly may have been referring to different
entities. The definition suggested by the Bank Commissioner
appears in the revisor's note to § 12-201.

In § 12-207(b), the prohibition extends to "electronic
terminals" s the apparent intent.

Section 12-210, as to renewals, conforms to similar
provision elsewhere in this article.

3. Subtitle 3. Secondary Mortgage Loans -- Licensing
Provisions.

The definitions in § 12-301(c) and (f) are revised to
conform to the definitions in the Maryland Secondary
Mortgage Loan Law -- Credit Provisions in CL § 12-401.

The Commission notes the loans excluded from the term
"secondary mortgage loan" in § 12-301(f)(2) appear similar
to the '"commercial loan" defined in CL § 12-101(c) and the
"commercial loan" and corporate loan described in CL §
12-103(e). If similar loans were intended, clarifying
amendments may be appropriate.

Section 12-302 1is revised to clarify that the
enumerated persons are exempted from licensing, but are

still subject to the other provisions of the Maryland
Secondary Mortgage Loan Law.

As to qualifying for licensing under § 12-305(a), the
Commission notes that the qualifications do not reflect that
the applicant may be a corporation.

As noted, provisions for licensing are standardized to
the extent possible without effecting substantive
provisions. Thus, § 12-306(b)(2) provides that the license
fee, which is submitted with the application, is determined
by the date of that application, rather than the date on
which the license is issued. '

Section 12-306(c)(3)(ii) provides for a bond "with
sureties that the Bank Commissioner approves".

Provision for the return of the bond and license fee in

the event of denial of the license application is added in §
12-307.

Section 12-307(a) is revised to require investigation
as to all of the applicant's qualifications, rather than the
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In § 12-409(b), the requirement for an application for
renewal 1is stated expressly. Fees are to accompany the
application.

Section 12-410(b) allows for a bond "with sufeties that
the Bank Commissioner approves" for conformity to other bond
provisions. :

Section 12-410(c)(5) enables a licensee to receive
interest or dividends on securities that the Bank
Commissioner holds as long as the licensee is "solvent", but
does not define solvency.

For simplicity and conformity, consent to a change of
address 1is sent to the licensee for attachment to the
license, under § 12-412,

Present law authorizes revocation of a license but is
silent as to the grounds.

In § 12-420, the Commission has assumed that the
grounds for revocation would include at least those grounds
for criminal prosecution. However, the General Assembly may
wish to consider additional grounds.

Express provision for suspension of the license also is
added.

Section 12-421, as revised, provides for notice before
the hearing, rather than notice before revocation.

In § 12-424, viglations are specifically characterized
as "misdemeanors".

5. Subtitle 5. Mortgage Bankers and Mortgage Brokers.

This subtitle is revised to provide for the licensing
of mortgage bankers and mortgage brokers, rather than annual
"registration" of their places of business. The regulatory
provisions of the present law conform to other "licensing"
provisions.

The Commission points out the requirement in § 12-507
for a public hearing before adoption of the code of conduct.
Under the Administrative Procedure Act, a hearing is not
mandatory, but the Commission felt that this provision might
be intended to require such a hearing.

Section 12-508 is revised to apply only to licensees.

Specific penalties are provided only for acting as a
mortgage broker or mortgage banker without a license.
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In § 13-140(a)(3), the defined term "public body" is
used, as the apparent intent.

The Commission notes that, if exclusion of an
industrial project from the Little Miller Act was intended
under § 13-142, clarifying language may be appropriate.

Section 13-151 1is revised to refer to a "public body"
in accordance with the intent of Ch. 496, Acts of 1979,
which, because of a title defect, was not accomplished.

The Authority has indicated that to the extent that Ch.
496, Acts of 1979 precludes an applicant from acting as
mortgagee without participation of a public body, the effect
was unintended.

The Commission asks whether § 13-152(a)(1)(i), which
seems to preclude lump sum payments, is unduly restrictive.

Section 13-153(a)(2) is revised to clarify that only
insured mortgage payments are intended to be "lawful
investments".

Ch. 496, Acts of 1979, also intended apparently to
permit approval of wuninsured loans that are not mortgage
loans. As the title of that Act 1is silent about this
change, this subtitle, as revised, continues to refer to
mortgage loans.

3. Subtitle 2. Maryland Small Business Development
Financing Authority (MSBIDFA).

This subtitle, which is derived from Art. 41, §§
266HH-1 -- 266HH-12, is patterned organizationally after
Title 13, Subtitle 1, Maryland Industrial Development
Financing Authority (MIDFA). 1In regard to this subtitle,
there is little practice to refer to, since the Authority is
in the initial stages of existence, having been established
by the General Assembly in 1978. 1In general, the purpose of
MSBIDFA is to provide financial assistance to be wused
primarily for working capital necessary to perform
government contracts by socially . or economically
disadvantaged businessmen.

In § 13-201, which contains the definitions for the
subtitle, note that the definition of "eligible applicant",
"social or economic disadvantaged" sicy, and "good
character" now appear in § 13-231 of this subtitle since
these definitions reflect substantive requirements for
qualifying for financial assistance.

In § 13-206, as to membership, the reference to the ex
officio members having "all of the powers of a director" is

- 35 -




8GST
; LGGT
- 9661

¢ GGST
VAl
€66l
(AN |

T6ST
06ST
697G T

8%ST

9%S1
eI
7961
evat

A7}

oSl
.6€SI
8¢Sl
LEGT

9€ST
GEST

7eal
eeqTl
AR
TEST

0€GT
6¢ST
8¢CST
LCST

® 97ST
GZST
VIAS
YA
2esT

1261
0¢ST

.6ISI
8161

LTST

-9€-

*A3Teusad wioJTun e
A1dde pue s5TIeTONPIJ 931e10dI0D AQ SIUSWSSTIIIASAPE O] SE ‘V88
§ ‘IT "3av 1ussdad SpnIdUT pPInoMm ¢¢ § QT °"3IAV papusuwy

*90UBAIDS]QO
103 aptaoad pue 2po) 9yl Jo sa9sodand 03 ,AepiToy
TeS9T, 9UIJSPp pInom [z § ‘T '3aV MIN "sfepIToy Aueq o3
ATuo ?3jeTax jou op suolstaoad ¢1 °3ay Juasaad ‘posjou sy

*SUOTINITIISUT TBTIOURUTIJ O3 pale[a2aun aIe IO
01 A1s70s A71dde jou op 3eYl SsuorsTaoad urelIA3D PO dY3l JO
S9TOT3ae 1I9Yl0 03 I9Jsueldl 9yl sasodoad uOISSTWWO) Y

*apo) Y] JO S3TOT3AY I9Y3l0 0] SJuUdUWpULWY ']

*sawoy Anq uosiaad podejueapesip d[o9Yy 03 93BI 3IS2I9JUT
paoaxsjyaad e e sueol sojew pue Juawdolsadq A3 Tunumo)
pue Orwouody Jo 3Juswlaedsg Syl ALq poSeuew s1T weafoad
STY]J, ‘weadoad SuTOoUBUT SWOH 9y} SASIA0D DTITIQNS STYL

"weadoag Surdupury SWOH ¢ S[3ITIQNS ¥

"A3TI0Ylny 9Yl O3 SpEW SIF 3OUBISISSE [RIOURUIJ
103 suorledrTdde S0uTs ‘90U913J91 SNOSUOIAD Ue 3q 03 saeadde
yorym ¢, 3usunaedsq, 9yl £q renoadde sy3z o031 DOUSI3I31 Y]
103 paIniTisqns sT ,A3TIO0Y3lny, WASI Y3l ‘(q)TEZ-€T1 § Ul

*A1TIoYylny 9yl WOIJ ueOT IO2ATP B ‘3I0Sal1
ise] ® se 10 ‘ueo] ® Jo 993ueaend e Yo9s Aew jueorydde
ue seaIaym ‘juswlsaaur A3Inbs ue jo ssjueaend e a0y Jurkydde
031 suoT3iexodiod S3DTAISOI YOTYM “(g)/2Z-€T § 99s ‘paedaa
STyl Uuf ‘juedrrdde 9s3exodiodo e pue ‘ooueplsSIsSse TEPTIOUBUIL]J
103 sar7dde oym TenpIAIpur ue sT oym JuedorTdde ue ussMIaq
S93BT1USIA9IITP 9T3TIqns STyl Jo A] 3aed 1Ieyl 910N

‘uorsTAoad Syl JO UOTIBTOTIA B JO 329JF9 9yl
AJT09ds 3T S920p I0U IS3I3JUT JO IDOITIUOD B S9INJTISUOD Jeym
AJ153ds Jou so0p UOTIVIS STY] 3IBYJ 930U 03 YSIM AeW ATQUISSY
TeiausH dYyi “389I93UT JO SIDTTFUOD UO (TZ-ET § UI

*A31I0yiny ayi jo aanseard sy3
1B S39AISS I1031091TIP 9ATINO9X3 9yl ySnoyil usas ‘juswdoaas(
L)Tunuumo) pue OTIWOUODY JO AIB3d9I09§ SY3] JO DOUSAANDUOD
94l Y3ITM 3q 031 Poa3eisS ST 'I01D09ITP SATINDIXD 24yl JO T[eAOWSI
94yl ‘I0309ATP DIATINDIXD 9SYl U0 (q)gQZ-ET § UT OSTV

. ‘po1dope sey A3Taoyiny
943 3eYyl STITI 3Yl -- J01D3ITIP SATINDSIXD dYl S 0] P2113J31
ST JI90TJJO SATIRAISTUTWPE JSTYD: 3yl °‘goz-€T § Ul

: * sI9quRU
I[N 9ae sasquaw OTIDTIJO X3 ‘A3TIoyine II9Yyl SurlTwif
suoTrstaoaxd ssoadxs Juasqe ‘90UTS AIpSsSadauun Se PIII[P



LR

New Art. 41, § 15B-2 would specify the power of the
Governor to act 1in an emergency, which power affects
entities other than banking institutions.

New Art. 41, § 79B would provide for dedication of
April 13 to John Hanson. '

Amended Art. 56, § 230A would include present Art. 11,
§ 108H, as to blockbusting activites of "any person" and
apply a uniform penalty.

New Art. 81, § 128B would place the franchise tax as to
savings and loan within the subtitle as to the franchise tax
on financial institutions, generally.

Amended ET §§ 5-105, 6-102, and 13-206 would clarify
that only an authorized corporation such as a trust company
may be a personal representative or guardian. Section
13-206(c)(2) also would include the power of the court to
order deposits to be made with a trust company that is
guardian.

New Art. 1, § 25(h) would provide for citation of this
Financial Institutions Article.

Amendments to Art. 41, § 221A(a) would make the list of
units within the Department of Licensing and Regulation
current.

The amendments to several definitions in the Commercial
Law Article would conform these definitions to their
counterparts in the Financial Institutions Article.

As to CL §§ 12-313 and 12-314, the Commission queries.

their joint application.

The Commission also points out the language '"clerical
error or mistake".

Respectfully submitted,

WW&&W

William S. James

Chairman ﬁ

Geoffrey D. Cant
Director
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